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for 1978 and 1979 and became negative from 1980 onwards.
An increase in the negative ratio of working capital / total
assets appeared only in J982. Working capital to bank credit
was positive for 1978 and 1979 but only 0.20 and 0.07 respec-
tively, and became negative from 1980 onwards, showing a
steep increase in 1982 implying an increase in the amount of
loans which were diverted from year to year (Section-E, Table
4.1). During the same period 1978 to 1982, debt / equity ratio
fluctuated between 3.22 and 3.97 (Section-A, Table 4.6). Inspite
of the diversion of short-term funds, the firm was able to earn
some profits after meeting all expenses including interest
charges (Section-A, Table 4.5). All this analysis explain that
neither current solvency nor long-run stability deteriorated in
the case of Firm-VI.
Section-A, Table 4.1 shows that for Firm-VII, current
ratio was less than one but it showed an increasing trend. As
against this, current liabilities to total assets were fluctuating
over the period of five years i.e., from 1978 to 1982, but
current assets/total assets showed an increasing trend (Section-B
and C, Table 4.1). A negative ratio of working capital to
total assets could be seen but with a decreasing trend indicat-
ing a gradual improvement in the current financial position of
the firm (Section-D, Table 4.1). Likewise, a decrease in the
negative ratio of working capital to bank credit implies lessen-
ing diversion of bank credit to other than short-term require-
ments (Section-E, Table 4.1). Section-A, Table 4.6 shows a
worsening debt/equity ratio. This ratio increased from 3.56 in
1978 to J1.93 in 1982, A worsening debt/equity ratio creates
problems of long-run solvency. All this reveals that an
improvement in the current financial position was at the expense
of long-nin financial stability. Earnings before depreciation
but after payment of interest/total capital employed (Section-B
|ii), Table 4.5) were positive and increasing except for 1982,
indicating the firm's ability to earn some profits after meeting
all expenses including interest charges. Capacity of earning
pxofits over a period of time may help in attaining financial
stability in tfee k>ag-iun.
For Fina-VJII (Section-A, Table 4.7), current ratio was
moie thao OBC for all the four yeacs,^ from 1978 to 1981,